
Selling
Your Life
Insurance

Policy:

Understanding

Life Settlem
ents

C
onsum

er A
lert

If you’re asked to invest in or buy a life
settlem

ent, w
e recom

m
end you contact your state

insurance departm
ent to learn m

ore about the
issues and risks.

If you don’t have a life-threatening illness and
you’re interested in selling your life insurance
policy, you should contact your state insurance
departm

ent for m
ore inform

ation.

If you’ve been contacted by som
eone w

ho
w

ants you to buy a policy and then sell it
im

m
ediately, you should contact your state

insurance departm
ent.  It’s possible you’re being

targeted to participate in fraud.

C
heck W

ith Your State
Your state m

ay regulate the purchase of life
settlem

ents.  C
ontact your state insurance

departm
ent for a copy of those regulations.

D
efining the Term

s
A

 life settlem
ent is the sale of a life insurance

policy to another person or com
pany in return for

cash now
.

A
 life settlem

ent provider is the person or
com

pany that becom
es the new

 policy ow
ner in

return for a paym
ent m

ade to the seller.  The buyer
becom

es the policy ow
ner, m

ust pay any prem
ium

s
that are due, and eventually collects the entire
death benefit from

 the insurance com
pany.

A
 life settlem

ent broker is the person or
com

pany w
ho represents the seller of the policy

and can “com
parison shop” for life settlem

ent
offers.  The broker is paid a com

m
ission by the

buyer if the sale is com
pleted.

Q
uestions to A

sk
•

D
o I still need life insurance protection?

•
W

ill I qualify for a new
 life insurance policy

in the future?

•
If I sell m

y policy, how
 w

ill they decide how
m

uch cash I get?

•
Is this an em

ployer or other group policy?  If
so, do I need their perm

ission to sell it?

•
If I sell m

y policy, w
ho w

ill be the legal ow
ner?

•
C

an the policy be resold?

•
W

ill investors have specific inform
ation about

m
e, m

y fam
ily or m

y health status?

•
Is the broker or com

pany I plan to sell to
allow

ed to do business in m
y state?
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C
onsider A

ll Your O
ptions

Find out if you have any cash value
in your life insurance policy.  You m

ay
be able to use som

e of the cash value
to m

eet your im
m

ediate needs and
keep your policy in force for your ben-
eficiaries.

You m
ay also be able to use the

cash value as security for a loan from
a financial institution.

R
eview

 other sources of cash that
m

ay m
eet your financial needs at a

low
er cost than a life settlem

ent.

O
ther C

onsiderations

•
C

ontact a professional tax advisor.
Find out the tax im

plications.  Pro-
ceeds are not tax free.

•
K

now
 that creditors could claim

the proceeds.

•
Find out if you w

ill lose any public
assistance benefits such as food
stam

ps or M
edicaid if you receive

a cash settlem
ent.

•
U

nderstand you w
ill be required to

provide certain m
edical and per-

sonal inform
ation.

U
nderstanding L

ife
Settlem

ents
A

 life settlem
ent is the sale of a life

insurance policy to a third party.  The
ow

ner of a life insurance policy gets cash
for the policy.  The buyer becom

es the new
ow

ner and/or beneficiary of the life insur-
ance policy, pays all future prem

ium
s and

collects the entire death benefit policy
w

hen the insured dies.

People decide to sell their life insur-
ance policies for m

any reasons.  Som
e com

-
m

on ones are changed needs of depen-
dents, w

anting to reduce prem
ium

s, and
cash for m

eeting expenses.

A
 life settlem

ent m
ay or m

ay not be
the right choice for you.  Your state insur-
ance departm

ent, along w
ith the N

ational
A

ssociation of Insurance C
om

m
issioners

(N
A

IC
), is concerned that m

any consum
-

ers m
ay not fully understand life settle-

m
ents.  Please read on before m

aking any
decisions.

K
now

 Your O
ptions

B
efore you enter into any life settle-

m
ent transaction, you should:

•
C

ontact your insurance agent or com
-

pany for inform
ation about life settle-

m
ents.

•
C

onsult w
ith your ow

n financial advi-
sor w

ho know
s your personal finan-

cial needs.

•
C

ontact your state insurance depart-
m

ent for inform
ation about current

law
s.

C
onsum

er T
ips

•
U

nderstand how
 the process w

orks
and w

hen different phases w
ill hap-

pen.

•
D

ecide w
hether to sell your policy di-

rectly to a life settlem
ent provider or

go through a life settlem
ent broker w

ho
w

ill do the com
parison shopping for

you.

•
If you don’t use a life settlem

ent bro-
ker, com

parison shop on your ow
n.

•
Y

ou don’t have to accept any life
settlem

ent offer.

•
C

heck all application form
s for accu-

racy, especially inform
ation about

your m
edical history.

•
You m

ust be truthful in your answ
ers

to application questions.

•
M

ake sure the life settlem
ent provider

agrees to put your settlem
ent pro-

ceeds in escrow
 w

ith an independent
party or financial institution to m

ake
sure your funds are safe during trans-
fer.

•
Find out if state law

 gives you som
e

period of tim
e to undo the sale.  You

m
ay have the right to change your

m
ind about the life settlem

ent after you
get the proceeds.  If you have that
right, you’ll have to return the m

oney
you w

ere paid and prem
ium

s the buyer
paid.

•
U

nderstand w
hat inform

ation the
buyer m

ust know
 about you to buy

your policy, and w
ho else m

ight get
that inform

ation.


